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LIMITED OFFICIAL USE NEW DELHI 7457 

E.O. 11652: N/A 
TAGS: ETRD, GATT, IN 

SUBJECT: GATT, INDIAN ARTICLE XXV WAIVER FOR AUXILIARY CUSTOMS 
DUTY 

REF: STATE 1 17340 

1 . LEVEL OF AUXILIARY DUTY: WHILE IT IS POSSIBLE 

THAT AUXILIARY DUTY RATE IS ZERO OR FIVE PERCENT FOR ALMOST 
ALL SCHEDULE XII ITEMS, EMBASSY DOES NOT HAVE ENOUGH 
INFORMATION TO MAKE A FINAL DETERMINATION ON THIS. THE 
FOLLOWING ARE THE PIECES OF THE PUZZLE. 

2. THE SCHEDULE XII LIST AS OF MAY 1, 1975, A COPY OF 

WHICH THE MINISTRY OF COMMERCE HAS PROVIDED US, CONTAINS 
SLIGHTLY OVER 200 ITEMS. ON THE BASIS OF THE DUTIES IN 
EFFECT AT THAT TIME ON THOSE ITEMS, IT WAS TRUE THAT ONLY 
A FEW ITEMS INCURRED AN AUXILIARY DUTY OF OVER FIVE PERCENT. 

ON MARCH 16, 1976, HOWEVER, THE GOI RAISED THE BASIC TARIFFS 
ON ABOUT 130 OF THESE ITEMS. AS A RESULT OF THIS INCREASE, 

THE LARGE MAJORITY OF THESE ITEMS INCURRED AN AUXILIARY DUTY 
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OF FIFTEEN OR TWENTY PERCENT. (SEE NEW DELHI A-82 
OF APRIL 6, 1976. THE GATT DOCUMENT CITATION PROVIDED 
BY THE MINISTRY OF COMMERCE IS SECRET/23 2/ADD.2 OF 
30 NOVEMBE 1976.) MINCOMMERCE OFFICIALS TELLS US THAT 
THESE 130 ITEMS HAVE BEEN REMOVED FROM SCHEDULE XII BY 
THE GOI'S ACTION, ALTHOUGH NEGOTIATIONS UNDER ARITCLE 
XXVIII HAVE NOT BEEN COMPLETED. 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


3. IF ONLY THE SEVENTY-ODD ITEMS UNTOUCHED BY THE 
TARIFF INCREASE OF 1976 ARE CONSIDERED TO STILL BE ON 
SCHEDULE XII, THEN IT CONTINUES TO BE TRUE THAT THE 
LARGE MAJORITY INCUR AXILIARY DUTIES OF ZERO OR 
FIVE PERCENT. IF, ON THE CONTRARY, 130 ODD ITEMS ARE 
STILL INCLUDED IN SCHEDULE XII BECAUSE OF THE STATUS OF 
NEGOTIATONS, THEN THE MAJORITY OF SCHEDULE XII ITEMS 
INCUR AUXILIARY DUTIES OF FIFTEEN PERCENT OR HIGHER. 

4. THE SITUATION IS COMPLICTED BY THE FACT THAT THE 
MINISTRY OF FINANCE CAN EXEMPT ANY ITEM FROM AUXILIARY 
DUTY BY ISSUING AN OFFICIAL NOTIFICATION. THESE 

N OTIFC ATION S ARE NOT CODIFIED AND IT WOULD BE VERY 
DIFFICULT FOR THE EMBASSY-TO ASCERTAIN IN WHICH CASES 
NOTIFICATIONS HAVE BEEN ISSUED. 

5. ACCORDING TO THE MINISTRY OF COMMERCE OF 

THE SEVENTY-ODD ITEMS, ONLY TWLEVE ACTUALLY HAVE AN 
AUXILIARY DUTY LEVIED. THE AXILIARY DUTY IS TWENTY 
PERCENT ON ONE ITEM, FIFTEEN PERCENT ON ONE ITEM, AND 
FIVE PERCENT ON TEM ITEMS. TE APPROXIMATELY SIXTY 
REMAINING ITEMS HAVE A ZERIO AUXILIARY DUTY RATE. THE 
MINISTRY OF COMMERCE HAS PROVIDED US ON AN UNOFFCIAL 
BASIS A LIST OF THESE ITEMS SHOWING THE VALUE OF INDIAN 
IMPORTS IN 1976-77. COPIES WILL BE POUCHED. 
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6. BY WAY OF BACKGROUND IT SHOULD BE UNDERSTOOD THAT 
THE "AUXILIARY DUTY" IS ESSENTIALLY A TARIFF SURCHARGE 
WHICH V AIRES ACCORDING TO TRANCHES OF THE EFFECTIVE BASIC 
IMPORT DUTIES. THE EXISTING AUXILIARY DUTIES ARE (1) 20 
PERCENT IF THE BASIC DUTY IS 100 PERCENT OR MORE AD 
VALOREM; (2) 15 PERCENT IF BASIC DUTY IS BETWEEN 60 AND 100 
PERCENT; (3) 50 PERCENT IF BASIC DUTY IS (A) LESS THAN 60 
PERCENT OR (B) AT A SPECIFIC RATE, OR (C) AT BOTH A 

SPECIFIC AND AD VALOREM RATE; (4) RS.9.50 ($1.12 AT $1.00 
- RS.8.50) PER MT FOR CRUDE PETROLEUM. ITEMS WITH ZERO 
BASIC DUTY ARE EXEMPTED FROM AXILIARY DUTIES. 

7. NATURE OF AXILIARY DUTIES: INDIAN GATT REP HAS 
CONFUSED AXILIARY DUTIES WITH THE ADDITIONAL" OR 
"COUNTERVAILING" DUTY. THE AUXILIARY DUTY IS A TARIFF 
SURCHARGE AIMED AT RASING ADDTIONAL REVENUE. THE 
COUNTERVAILING DUTY IS EQUAL TO THE DOMESTIC EXICSE 
DUTY LEVIED ON LIKE ARTICLES MANUFACUTRED IN INDIA. 
GOHRF.N 
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